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Person To Contact:

- Contact Telephione Number: '

g JuL 1382

Cent lamen}

We have considered your new Form 1024 with the additional information
submitted.

1t does not appear thau yout activities huve chenged any since your
initial application. A.though there is overall community benefit in
some instsnces, your prim:ry purpose is the operation of a food co~op
and coffee shop. You are competing with other grocary stores snd
restaurants to provide the axtw mervices they are offering as for-
profit busainesses.

In Better Business Bursav v. United Statea , 326 U,8, 279 (1945), the
Court ruled tha' the presence of a single, nonaxempt purpose, if
substantial in nature, will destroy tl.e exemption, regardlesa of the
muwbar, or iopo:tance, of truly exempt purposes.

Based on the above evidence, ws conclude that you dre not exemwpt
undaer section 501(c)(4) of the Internal Revemie Code, and ocur demnial
letter of April 14, 1982, remains in effect.

If you widh to sppeal our decision, you will need to file, in
duplicate, a brief of the facts, law, and argument that clearly sgeta

) forth your position. The letter should contal . the six itema outlined

on page two of tha attached Publication 892, as well as the required
daclarstion and signature to the document. It is not necessary to
file a now Form 1024.

Lf you have any further questioms, please contact the person whose
name and telephone number are shown st the beginning of this letter.

|
Sincerely yours,

* .8, GOVEANMENT PRINTING OFFICE —2000M 0/80 321,009
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Geutlement N
Ws have considered your application for recognition of axemption from
Federal income tax under section 501(e)(4) of the Internal Revenua Cods.
Tha data pressunted shows that youw are oxganised as;a vorporstion to
ranage & £00d coop and a aoffes shopi ~Of ‘thase; it 1s evident your
3 Primary purpose and setivity is the mansgement and'operation of your
' food copperative stors. This food ¢ooparative sells merchandise .
to yout wembers as wnll as non-menbers, but your mimbits psy lower ;

) prices for their purchases. You eucourage pecple to join youxr cobp-
erstive by advertising that thay can save hundreds of dollars by join-
ing your organisation, '

Section 501(e)(4) of the Internal Bavemue Code pﬁﬂ.n ex.aption fori

"Civic Leagues or organizations not organised .'for profit: dut ..
operated exclusively for the promotion of eocial welfatse,..” ‘

: Section 1,301(e) (&S-L(n) (2) (1) of the Ineoma Tax Ml;ttonl ptovﬂ.l
* thats ‘

: "An organisation is operated exslusivaly for the promotion of
social welfare if it is primavily engeged in promoting in scme
3 way the gommon good and genaral welfare of the pepla of ‘the
comsunity. An organisation émbraced within this section is one
vhich is operated primarily for the purpose of dringing about
civic bettermsnt and social imp -ovements." )
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Dear Applicant:

Ve have considered your application for recognition of exemption from
Federal i{ncome tax under section 501(¢)(3) of the Internal Revenus Cods.

The information presentsd discloses that you were ineorpomtod I
HEEE under the laws of the State of M.

Your Articls of Incorporation stata:
The purposes and abjeats for which the corporetion is to be formed are:
To receive and maintain & fund or funds of real or personal

property, or both, and subject to the restrictiens snd limitations
hereinafter set forth, to use and apply the whole or suy part of

the

charitable, religious, scisntific, literary, or educational
purposes either directly or by contribtutions to organizations that
qualify as exampt organizations under Bection 501(e)(3) of the
Internal Revenus Code and its Regulations as they now exist or

as they may hereafter be amsnded, which shall specifically include,

but

(a)

(b)
(c)

Your by-laws which were adopted NN state:

{

DEC 0 8 1981

1
wd

income tharefrom and the principal thereof exclusively for

not be limited to the pewer and authority to

Provote and sncourege all phases of food distribution in
and about the I srea in the Sate of HEEN;

Encourage the teaching and instrustion of food distribution.
Encourage the growth and development of skills {n the

marketing and inventory of food distribution in the area of
I - .

To promote and encourage all phases of food distribution
in and about the NN »r 2.

Te gnggmrwg th and instruction of food distribution.
Reviewsr Reviawer Reviawer . [ Reviewer Reviewer Reviewer

A.
B 'y
Initistor
Code
Sumsme
t, Date
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c. mmmcumhm

To endouregs the
WmuMmo!MWMMhmm'
of IINNNENNNENN. ‘

D. bmdhmmoéqﬂl 'M»at'mmm
area of this eorporetion. 7 ’ fo e
E. To work for the improvement of livesbility in the ares of this

oorperation in whataver manter ihle and however menbaxe
deenn advisgdls, poss " the

Part III nusber 3 of he for Redognition of Ewesption Form
states in part: "Ne are te bring the soimmity together as a 1om
working educational body, by Punning & bwsiness.” You further state: '
"Houmtodtmin‘mnd.mtumhwmmwp
dues, hmwpmlm.»mm.mﬂumﬁma.
splovs, & small selection of non-rvefrigerated produce.

Later as we wers ahle, from the sale of these ftams, we sturted with
M.om.dmu..&um-.m.mmm”mdm.

We try %0 add somthing new each weak.” You fimther ~tate: "We wish to
serve sveryone with the best quality, least expersive way we can." also:
"The Coffes Shop is the last non-prefit serv oe previded ot .
(Othere include day care, grocery stere, hispanis-Pepvices). It represents
the completion of a two and ona’half year sffort of volunteers to

oouvert an abandoned imner city school into a nelghberhood multi-service
center,” ' ’

The meeting notioe attnobed to Form 1023 ctated: "Auyone oan shop at the
I Store, yuu do not have to be & mexbes to whop thave."

Section 501(a)(3) of the Code provides exsmption for:

"Corporaticna. ..arganized and operwted exclusively for religiowm,
aharitad. ..or educetienal purpeees,...no part of the net sarm-
ings of whica inures to ** ¢ benefit of any private shareholder or
individual,.."

Section 1.501(c)(3)-1(b)(1)(1) of tha Incowe 7ax Regulaticns provides
that ar organization is organissd emdlusively for one or mwors exeapt
purposes only if its Articles of Omhnin -

"(A) Limit the purposes of such orgarization to one or more exsmpt
purposes; and : _ i
(B) Do not expressly smpowsr the erganization to ecagage, otherwise

than as an insubetantial part of its activities, in activitles
which in themselves are not In furtherence of ons or more

exempt puIpOSas." ~

i
if

»
k) - -




Seotion 1.501{a)(8)=1(e)}{1) of tha tmhetme Tax ugnhtiau provides that:

"An erganization wifl be regardad as 'operwted sxelusively' for one

or more enewpt Parpesss only 4f it engages primErily in activivies
which acoomplish ¢ o more of such exmupt \aposes specified in
seotion 801(a)(8)..." . . :

Seation 1.501(0)(3)-1 of the reguliations pro/idses, in part, as Zollows:

"(a)(1)In ordsr to be exempt as sn orgaulsation descrided in
, ssction 301(e)(3), an orgsaisation must be both erganized and
' operated exolusivdly for one o3 more of the purposes specified in
sugh asction. If sn ovgmnination falls to mest alther the oryanizat
test o0 the opermtisnal test, it {s not cempt.” .
. A .
"(a)(2)The term "eMEPt PUrPOSE of PLPoses," as used in this :
section, means any Purpese or purposes specified in sactiem 501(a)(3), g
. 28 defined and elaborated in paregrep) {d) of this section.”

» "(b)(1)(iv)In no case shall an organiwition b somnldered to be
organised exVuaively for one o morve axempt roipores, 1, the
terms of its articlss, the pwrposes for whigh sush oegamisatien is
crested are bhroader than the purposes speeified in sectisch S31(c)(9).
The fact that the astual opareticns of such sn orgmimtion have
beed exclusively in furtheranse of one or MO EXWEPt PUTPoses )
onall not be sufficlent to pernit the organisstion te meet the
organizaticnal test. Similarly, suoh an srysnikstion wiil not meet ‘
the erganizational test as & Jeult of statemsots of other evidence
that the menders theveof Intend to oparwte mly in fuithersnce of

m.nmwpm."_ :

"(4)(2) Charitable defined. The teym "charitable™ is used in
section 301(e)(3) in ity gensrelly sccepted lagal sense and is,
therefors, nct to de eoostrued as limited by the separste avumration
in seetion 601(a)(3) of ether tan-exsmpt purposes which m fall
within the brosd sutlincs of "chavity" ae devoloped by judloial
decisions. Such terwm inclwdes: Relief of the pwor and distiessed
or of the :mdevprivilaged; advencement of religlan; sdvancemsnt of
education or sclence; sreation or malmtensnos of publlc buildings,
monumants, or works; lessening of the busdens of Gowaswmont) and
promotion of social welfare by organizations designed to acoowplish
any of the above purposss, or (1) te hum-mi;thboﬁmd tensaions;
(11) to eliminate prejudice and dhwi&inaﬁu;;\(ul) to defend
human and civil rights secured by lawj or (Iv) to cewbat oonmmity
detericration and juvenile delimguenuy. g

n(d)(3)(1) In Ganeral. The term "edwcatictal”, as used in sestion
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(a) The instrustion or training of the individual for
thmuoflwmdn.am his
up-biutgnnor hl '

N |
(b) The instruction of the publis on subjects useAul
to the irndividual and Denefiofal to 3» oa":u.niv.

"(#)(1) An erganisation may mset the yequirements-of sectlion 80
although it operwtes a trade or busine uuummi.('.oz*‘t:)
astivities 1f the opemation of such o2 business {s in furtherencs

~of the organizations' exespt purpose or purposes snd 1f the organimation

iz net ormiudoroptwfwthopﬁnuypwpouofcauyin‘
unrelated trade or business, as dafined in mection 513." o -

In determining the existenos or nonevistence of suah primary purposs

all the circumstances must be oonsidered, including the sise l:nd extent
of the trude or business and the 2ize mni extent of the activities which
are in furtherence of one or more exsupt purposes.”

Senlor Citizen Stores, Ive. v. U.5,, 602F 24 T1) (5th eir 1979) states
in part: Retail Sales by'Senlor Citizane are not Charicvable/Edusational:
"The organisation is a n¢n-profit oorpdretion formed to provide trefining,
jobs, places of recreation to the elderly and to faprove their physioal
and mental conditious. The organizaticn cperetes thres retail storss,
vhere it sells used clothing, furniture and housshold applisnces to the
general public. Proceeds from the business were devotsd almoet entirely
to its perpetuation. No training progres was condugted beyond the
training of exg lo7ees for the shops. Ne health ocsre or housing facilities
were provided. The court stated thet the retail sales operwtion vas an
end in itself rather than & masns of acoomplishing & charitable goal."

" On the baeis of the infotwation subaitted wo ¢onoluds that you are not

oxsmpt from Federal inocke tax under Code Seotion 504(c)(3). Therefore
you are roquired to fihl'l’adthl inoows tax :yt'ums on Form 1120.

1¢# you 4o not agree with these couslusions, you may, within 30 days from
the date of this letter, file in duplicats a of of the facts, law,
and aprgument that clearly sets forth your pmhm. If you desire an

oral discussion of the {asue, please indicute t “pretest. The
enclosed Publication 892 gives instructions for fu.ltpz a protest.

If you do not file a protest with this office withln 30 dayn of the date
of this report or lettsr, this proposad dutomlmiqm will become f£inal,

If you do not proxest this proposed htermisztim in a timely msnner,
{t will be oonaidered by the Inte Rsveinue Secvice as a fallure to
exhaust available administrative remedies. Sectlon 7428(b)(2) of the
Internal Revenus Code provides in part that, "A declaretory judgmmt ov
decres under this section shall not be iswoed in any procesding wnless
the Tax Court, the Court of Claims, or the distriact court of the Unived

——
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1f you agroe w'th ¢heds m e : ;1
envelope as soon \'v poReibil, . ‘ , - L |
if you hare any fum e questions, plasse spatsct the D whote nEwe oo
um@m.mumn'mwumn : v - e ’
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